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SUBJECT: MEXICAN INDUSTRIAL DEVELOPMENT POLICY 

1 . SPEAKING EXTEMPORANEOUSLY BEFORE THE ANNUAL MEETING 
OF THE U.S.-MEXICO CHAMBER OF COMMERCE, DR. NATAN 
WARMAN (SUBSECRETARIO DE FOMENTO INDUSTRIAL, SECRETARIA 
DE PATRIMONIO Y FOMENTO INDUSTRIAL) FOCUSED ON WHAT 

HE CONSIDERED TO HAVE BEEN THE TWO CARDINAL ERRORS IN 
PAST MEXICAN INDUSTRIAL DEVELOPMENT POLICY. IN 
PREFACING THE ANALYSIS HE SPENT A CONSIDERABLE TIME ON 
THE PROBLEMS OF PRICE INFLATION IN MEXICO AND THE 
DISTORTIONS INDUCED IN THE ECONOMY BY THIS 
PHENOMENON. 

2. THE FIRST MAJOR MISTAKE IN PAST MEXICAN DEVELOPMENT 
POLICY WAS AN INSUFFICIENT ATTENTION TO EXPORT CAPACITY. 

TOO MUCH EMPHASIS HAD BEEN GIVEN TO INTERNAL PRODUCTION 
WITH ONLY 15 CENTAVOS OF EACH PESO OF NATIONAL PRODUCT 
BEING GENERATED BY EXPORTS. "THIS IS AN ERROR WE CANNOT 
CONTINUE." FURTHER, HE ARGUED THAT PETROLEUM COULD NOT 
BE AN EXCUSE FOR NOT DEVELOPING A WORLD COMPETITIVE 
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INDUSTRIAL CAPACITY. 

3. RETURNING TO THE PROBLEM OF MEXICAN PRICE INFLATION, WARMAN 
OBSERVED THAT THE INFLATIONARY PROCESS WAS AFFECTED BY 
HIGH-COST.SMALL-SCALE PRODUCTION COMPOUNDED BY WORLD 
INFLATIONARY TENDENCIES. 
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4. THE SECOND MAJOR MISTAKE OF PAST MEXICAN INDUSTRIAL 
DEVELOPMENT POLICY WAS TO BE FOUND IN THE LACK OF 
PRIORITIES IN THE IMPORT SUBSTITUTION PROCESS. 

REFLECTING ON THE OLDER SIMPLISTIC VIEW THAT MERELY 
SUBSTITUTING IMPORTS WITH LOCAL PRODUCTION WAS, IN 
ITSELF, A DESIRABLE END MEXICO HAD BEEN BURDENED WITH AN 
AD HOC HIGH COST PRODUCTION OF GOODS. ARTICLES WHICH 
WERE MOSTLY NON-COMPETITIVE IN WORLD MARKETS AND QUITE 
COSTLY TO THE LOCAL MARKET. THE INFLATIONARY IMPACT 

ON THE MEXICAN ECONOMY WAS CONSIDERABLE. 

5. FOR THE FUTURE WARM AN NOTED THAT TWO MAJOR CRITERIA 
WOULD BE CONDITIONING IN THE INDUSTRIAL DEVELOPMENT 
POLICY OF MEXICO: A) EXPORT CAPABILITY AND B) RAPID 

JOB CREATION. ADDITIONALLY THERE WOULD BE A SECTORAL 
AND REGIONAL FOCUS ON THE PRIORITIES. FROM A SECTORAL 
VIEW. A CAPITAL GOODS ORIENTATION WOULD BECOME 
INCREASINGLY VISIBLE. ALSO, THE ENERGY SECTOR WOULD BE 
OF HIGHEST PRIORITY. REGIONAL DEVELOPMENT, HE NOTED, 

WILL BE STRESSED WITH THE "MACROCEPHALIC" GROWTH EVIDENT 
IN THE FEDERAL DISTRICT AND ENVIRONS, MONTERREY AND 
GUADALAJARA NO LONGER SUPPORTABLE; CLEAR PRIORITY WILL 
BE GIVEN TO THE MORE BACKWARD AREAS (PARTICULARLY IN 
THE SOUTH AND THE TABASCO-CHIAPAS REGION). 

6. TOOLS WHICH WILL BE UTILIZED IN THE NEW INDUSTRIAL 
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DEVELOPMENT POLICY WILL INCLUDE THE TRADITIONAL FISCAL 
AND CREDIT POLICY MEASURES, SUPPLEMENTED BY DIFFERENTIAL 
PRICING IN SUCH INPUTS AS GAS AND FUEL OIL. WARMAN 
STRESSED THAT MEXICO DID NOT WANT TO BECOME AN EXPORTER 
OF PETROLEUM, BUT RATHER OF PETROLEUM PRODUCTS. 

7. WITHIN THE FRAMEWORK OF THE NEW INDUSTRIAL DEVELOP- 
MENT POLICY, FOREIGN INVESTMENT WILL BE SUBJECTED TO 
THE SAME CRITERIA AS MEXICAN CAPITAL. IN THE CONTEXT OF 
THESE REMARKS, WARMAN WENT ON TO A THEME WHICH HE 
HAS ELABORATED PREVIOUSLY. THERE EXIST "MONOPOLISTIC 
TENDENCIES" IN MEXICO WHICH RESULT IN AN EXCESSIVE 
DEGREE OF VERTICAL INTEGRATION AND WHICH ENGENDER 
"SOCIAL INEFFICIENCIES". THEREFORE, IT IS IMPORTANT THAT 
SMALL AND MEDIUM SIZE INDUSTRY BE ENCOURAGED IN ORDER 
TO CORRECT SOCIAL IMBALANCES. 

8. IN HIS NEXT BREATH, NEVERTHELESS, WARMAN APPARENTLY 
RECOGNIZED THE INCONSISTENCY BETWEEN HIS ARGUMENTS FOR 
LOW-COST, WORLD COMPETITIVE INDUSTRY AND THE DESIRE 
FOR A PROLIFERATION OF SMALL AND MEDIUM SIZE INDUSTRY 
WHICH WOULD PROVIDE MANY NEW JOBS. "WE CANNOT ASK FOR 
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JOB INCREASE AS A CRITERIA IN THE PETROLEUM AND 
PETROCHEMICAL INDUSTRY. WE WOULDN'T 
HAVE ONE..." 

9. COMMENT: MUCH OF THIS SPEECH WAS A REHASH OF THE 
JULY 12 TALK HE GAVE BEFORE THE COUNCIL OF THE AMERICAS 
SEMINAR "MEXICO— IMPLEMENTATION OF FOREIGN INVESTMENT, 

TECHNOLOGY TRANSFER, AND PATENT/TRADEMARK LEGISLATION. 

LUCEY 
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